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ECON335, Trimester 2 2014 
PART A 
Answer ALL SIX (6) questions 
(60 marks) 


Write short notes on the following: 


Question 1 (15 marks) 

One way of describing a commodity is to describe various characteristics which are normally 
associated with commodities. Briefly describe how each of the following three characteristics is 
associated with commodities. 

(i) Derived demand 

(ii) | Product homogeneity 


(iii) Atomistic production 


Question 2 (10 marks) 
Explain whether the income and substitution effects are positive or negative for: 
(i) normal goods 


(ii) inferior goods 


Question 3 (10 marks) 
(i) Describe the concept of a marketing margin. 


(ii) Briefly explain Gardner’s main contribution to the literature on marketing margins? 


Question 4 (10 marks) 
Price analysis refers to the quantitative study of price behaviour. 
(i) What are the main reasons for undertaking price analysis? 


(ii) What is the identification problem in commodity price analysis? 


Question 5 (10 marks) 
(i) What are the main reasons behind temporal price variability? 
(11) Temporal price variability is an important source of risk for producers. Briefly explain how 


producers might protect themselves against temporal price risk. 


Question 6 (5 marks) 


Explain how arbitrage works to keep prices between regions for a single commodity in alignment. 


ECON335, Trimester 2 2014 
PART B 
Answer BOTH questions 
(40 marks) 


Question 7 (20 marks) 
a) Explain whether you agree with the following statement. “The introduction of a grading scheme 


for a previously ungraded commodity will unequivocally increase producer returns.” 


b) Discuss the main advantages and disadvantages of grading systems for agricultural commodities. 


Question 8 (20 marks) 


Choose one of the forms of government intervention in price determination discussed in this unit to 


demonstrate the economic effects of a program designed to support or raise farm prices. 


Please remember - This examination question paper MUST BE HANDED IN. Failure to do so may 
result in the cancellation of all marks for this examination. 
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